| AMENDMENT TO THE |
POWER PURCHASE AGREEMENT
| BETWEEN |
' MADERA-CHOWCHILLA WATER & PoWEtiAUTHORITY .
| ) AND
' PACIFIC GAS AND ELECTRIC COMPANY
(PG&E LOG NOs. 25HD36 2:H040 25H041 &25Hl}42)

.TI-HS AMENDMENT (“Amendment”) is by and between PACIFIC GAS AND
ELECTRIC COMPANY (“PG&E”), a California corporation, and MADERA—CHOWCHILLA
 WATER & POWER AUTHORITY (“Seller”) a public agency. PG&E and Seller are '

sometimes referred to herein individually as “Party” and collectively as “Parties.”
" RECITALS.

A Seller (or Seller s predecessor(s), as appllcable) and PG&E entered into a power -
- .'Vpurchase agreement (“PPA”) as amended dated July 6, 1987 (980 + 65, Lotr No. 25H036} and
July 25, 1984 (1174 + 84 Log No. 25H040; Station 1302, Logl\o 25HQ41; and 1923, Log No.

‘ '25H042) pursuant to whxch PG&E purchases electnc power from Seller and Seller sells clectnc
o power to PG&E | o ' : '

l B. On April 1, 2004, the CPUC issued an Order Instituting Rulemaking To Promote
Policy and Program Coordination and Integration in Electric Utility Resource Planning (R.04-
04 -003). In that Rulemakmg, the CPUC noted that it would issue a separate ru]emakmg on

avoided cost 1ssues

C.  On September 30, 2004, the assigned Administrative Law Judge (ALJ) in R.04-
04-003 issued a ruling designating that proceedmg as the forum for the CPUC s cons1derat1c>n of

long-term policy for new and exptrmg QF contracts.
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D. On April 22, 2004, the CPUC issued an Order Instifuting Rulemaking that

addresses avoided cost issues in varous electric resource-related proceedings. (R.04-04-025.)

E. On January 1, 2005, the Assigned Commissioner in R.04-04-025 issued a ruling
and scoping memo that established a separate phase in that rulemaking to address SRAC pricing
issues for QFs including: (1) whether or not the CPUC’s current SRAC energy pricing formula,
including exisﬁng time-of-delivery and line loss factors should be replaced, and if so, what |

changes should be made; and (2) updatmg current as-delivered capacrcy prices.

F. A joint ALJ ruhn0 was issued January 21, 2005 transfemng certain SRAC issues
from R.99-11-022 to R.04-04-025, including the determination of an incremental energy rate
(1ER) and an operation and maintenance (O&M) adder, but excluding issues pertaining to the
remand order of the California Court of Appeal in Southern California Edison v. Public Utilities
Commission, 101 Cal. App. 4™ 982 (2002) regarding SRAC priéing between December 2000 and
March 2001. The resolution of the Court of Appeal’s remand remains in R.9.9~1 1-022. | '

_ G. In Declslon 99 11- 0’35 the Comxmssmn a]lowed QFs to switch to the Power
IRy Exchange Corporation’s (“PX") zonal day-ahead market clearing price instead of SRAC energy

pncmg, sub]ect to the potentlal for a later true-up by the Comrmssmn The tme-up issue- for QFS 7
) who 5W, 1tched to PX pncma remalns in R 99 11-022, '

'H. By an A351gned Commissioner’s ruling and scoping memo dated F ebruary 18

2005 R.04-04-003 and R.04-04-025 were consolidated for the Limited ] purpose of j jomt
ev1dentlary heanngs on pohcy and pncmg related to QF contracts, Those hearmgs were held
between January 18, 2006 and FebruaryZ 2006. Opening briefs were served on March 3, 2006 . - |
and reply bnefs were served on March 17, 2006.

L InDecision 01-01-007, the Commission adopted a Generation Meter Multiplier
(GMM)-based formula for reflecting transmission line losses in calcul_ating payments to QFs
who switched to PX-based pricing and QFs who continued to receive payments based on the
SRAC-based transition formmula adopted in Public Utilities Code section 390. In Decision 01-02-
072, the Commission reverted QFSI that switched to PX-based pricing back to CPUC approved
SRAC-based pricing. Durfng the proceeding described in recital H, above, several parties |

pfesented proposals addressing how to adjust QF payments for transmission line losses.



1. On December 22, 2005, Rio Bravo filed a petition for medification of D.01-02-
072 in R. 99-11-022 that requests the Commission to direct PG&E to recalculate QF payments
using thc GIVH\qu/GMMsys formula adopted in D,01-01-007, retroactive to J anuary 19 2001,

' K On April 18, 2006 Independent Energy Producers Association and Pacific Gas
and Electric Company entered a Settlement Agreement resolving certain.issues pending in
Ruleﬁnakings 99f1 1-022, 04-04-003, and 04-04-025 for QFs electing to sign an Amendment
{Settlement Agreement). There are two energy price options avai]able undczf the Settlement

Agreement to QFs electing to execute an Amendment.

L. Seiler and PG&E hereby agree to amend Seller’s PPA as identified in Recnal A

above, as follows. -
 AGREEMENT

In GOI]SldCI‘atLOI! of the mutual prormses and covenants contamed herem PG&E and

e Seller agree to modlfy the PPA and resolve thc Settlcd Issucs as fol]ows
| SELEC_TION OF Ex&ﬁﬁéy ?RICE OP’_I‘ION o

_ Seller hereby elects the foilowmcr energy pnce optmn {seiected optton is ma.rked w1th an
“X in space prov1ded} S -

[ ] Optionl-- Opnon 1 provides a variable energy price that is based upon an annual
average heat rate of 8,700 Bw/kWh adjusted in accordance thh monthly changes in bumnertip |
natural gas prices (as defined below), plu_s a variable O&M adder qf $2MWh. Optien 1 is
available only.to natural gas-fired cogeﬁeration QFs. | o

[X] Option2 - Option 2 provides a fixed energy price for up to five years equal to

$64.50/MWh, with escalation of 1% begimming one year after commencement of the Fixed Price
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Period and annually therea.fter. Option 2 is available only to Renewable QFs or non-gas-fired

QFs.

_ _ DEFINITIONS
When used herein, the foﬂowm g deﬁnitlens shall be used to mterpret this Amendment

Underlined terms not defined herein shall have the meanmg ascribed to it in the PPA. -

CAISO: The California Independent System Operator as described in section 345 et seq.

of the California Public Utilities Code, or successor orgamzatmu

CAISO Day-Ahead Energy Market: The day-ahead market that the CAISO’s recent
Market Redesign and Technology Upgrade Tariff (MRTU) shall éreatc, which is pending FERC

approval and currently scheduled to become operational in November 2007,

S i 1

" CPUC: The Public Utilities Commission of the State of California. .

“: CPUC Approval: A final CPUC order or resolution, no longer subject to appeal, without o
-..conditions or modifications unacceptable to _zi_P_arty in ifs sole discretion, which order approves

- this Amendment in its entirety, and contains findin gs that this Amendment is reasonable and

prudent for all purposes, including, but not limited to, PG&E's récoverylin rates of all pgymenté
made under the Amendm.ent, subject only to ongoing CPUC review with respect to the
reasonableness of PG&E administration of the Amendments. The Parti.es agrée that if the CPUC
fails to approve the Amendment as reasonable, and adop;r it unconditionally and.without
modification, including the findings and detérminatiﬁns requested heréin, any Party may in its
sole discretion, elect to terminate the Amendment upon written nofice to the other Party. If théré

is no timely application for rehearing or reconsideration of an acceptable CPUC resolution or



decision approving this Amendment, that resolution or decision shall be deemed adequate CPUC
approval. Unless otherwise agreed by the Parties, the Amendment shall terminate if the CPUC

has not issued a decision approving this Amendment by September 1, 2006.

‘Effective Date: The day of CPUC Approval of this Amendment.

" Fixed Pﬁce Period: The period, for each individﬁel QF .that.has executed an Option 2

_Amendment that begms on the later of: (1) the Effective Date; or (2) the expiration of the

existing fixed energy pricing amendment to the QF’s PPA pursuant to D.01-06-015 currently in
_ effect. If the Effective Date occurs after the expiration of the existing fixed en'ergy pricing
amendment as set forth in (2) above, then, as of the da',;r following such expirati on date; the QF

_ ﬁﬂl be paid the then-current SRAC as determined by the CPUC for energy deliveries until the

__F ixed Pnce Period begms on the Effecﬂve Date. The Fi ixed Pnce Period concludes on the earlier
R 7 of (1) the date that 18 ﬁve years after the. commencement of the Fixed Price Penod or (2) the

~ expiration of the PPA During the leed Price Perlod, PG&E shall pay a ﬁxed energy prlce in '_ _

| lieu of PG&E’S SRAC as deﬁned in the PPA

Option 1: The energy pricing option in the Amen_dmént containing a variable energy

price, as set forth in Section 1.

Option 2: The energy pricing option in the Amendment containing a fixed energy price

as sef forth in Section 2.

PPA: The power purchase agreement between PG&E and Seller, as suhsequently

~amended in writing by the Partles



o Amendment

PURPA: The Public Utility Regulatory Policies Act of 1978, as modified and amended
~ (sections applicable to QFs appear primarily inl6 U.S.C. A. §§ 796 and 824a-3)

7 Qualifying Facility or QF: A qualifying cogeneration facility or quahf}qng small power
produenon fac:hty as defmed in PURPA andin 18 C.F.R. § 292.101 (b) (1). '

QF Switchers: Those QFs who switched to the PX market-clearing price at any time
between June 2000 and January 2001 pursuant to CPUC Decision 99-11-023,

Renewable QFs: Those QFs who meet the definition of Eligible Renewable Energy _
Resource i_ncluded in Public Uﬁlities Code Section 398.4(h)(1)(F) as such definition cxisted as of

the date the last party executed this Amendment, -

Settled Issues The followmg 1ssues are settled and resolved pursuant to this o

R N chase The issues relating to QFs thiat 47¢ settled in Rulemakings D4—04 003 and 04- o
e a0 04-025 are: (a) the methodology. for determining SRAC energy payments
o | including proposed “adders ” (b) the determmatmn of As Delivered Capacity
N ’.Payments (c) the methodology for deriving energy Line Loss Factors as
= “applicable to energy deliveries; and (d) the determmanon of Tlme of Delivery
e TET L FRCMOTS) s e o _
(2) "The CPUC’s pehcy regardmg expiring QF contracts and new QF contracts as
addressed in Rulemakings 04-04-003 and 04-04-025 ;
(3) The issues settled in R.99-11-022 are: (2) PG&E’s claims for a retroactive

adjustment of SRAC energy payments made to QFs from December 1, 2000 to
March 31, 2001 arising from the Court of Appeal remand in Southern
California Edison v. Public Utilities Commission, 101 Cal. App. 4™ 982
(2002); (b) PG&E’s claims for a retroactive adjustment of energy payments
made to QF Switchers from June 1, 2000 through January 18, 2001; and (c)
QF claims that the Commission should direct PG&E to calculate the SRAC

energy payment to change the fransmission line loss for QF Switchers by



: usmg the GMMqff{GMMsys formula, retroactive from J anuary 19, 2001 to the

present,

- Settlement Rate Expiration Date: For QFs electing Option 1: the expxratlon of the
QF’s PPA or September 30, 2009, whichever occurs earlier. For QFs electing Option 2: the
expiration of the QF’s PPA or five years from the first day of the Fixed Price Peried, whichever _

occurs earlier,

SRAC: PG&E’s full short-run avoided operating cosfs.

_ 1 Option 1 -Variable Energy Pricing
*1.1  Heat Rate: The Average Annua] Heat Rate shall be 8,700 (BtwkWh).
The summer and winter seasonal factors shall each be 1.0 resu]tmg in a Summer Heat Rate of -
8,700 (Btu/kWh) and Winter Heat Rate of 8,700 (Btu/kWh) k

- 12 | TOD Factors The Time of Dehverv Factors shall be apphed to the Heat .
i ‘:’ ._ Rate in Sectlon 1.1 abeve and shall be (a) 1 20 for the Peak and Partlal Peak dehvery penods,
" and; (b} approx1mately 0, 88 fer the Off Peak and Super Off Peak dehvery penods The actual |
- 'ITOD factor for Oﬂ' Peak and Super Off Peak shall be calculated menthly on 2 residual basis so
g . that the heurly-we1ghted TOD factor for the entire month shail be equal to 1.0. The formula :
deriving the monthly Off Peak and Super Off Peak TOD factor is as follows: Off Peak and
Super Off Peak TOD Factor = [Total Monthly Hours minus (1.20 x (Monthly On Peak plus
Pamal Peak hours))] divided by (Monthly Off Peak plus Super Off Peak Hours).
1.3 TOD Periods: The Time of Dehvery (TOD) periods shall be PG&E’s TOD
penods in effect as of January 1, 2006.

1.4  Variable O&M Adder: The energy price shall include an operations and
maintenance {O&M) adder of $2/MWI. There will be no escalation of the variable O&M Adder.

7



1.5 Gas Price Basis: The monthly burnertip gas price shall be the sum of: ()
Average PG&E Citygate Bidwegk Index; (b) PG&E’s tariffed G-EG transportation charge (non-
backbone) or its successor, excluding the customer access charge; and (¢) PG&E’s tariffed G-
SUR franchise. fee su:charge or its successor. 'Ihc Average PG&E Citygate Bidweek Index shall
bea sitﬁplé éverage of Natural Gas Intelligence (NGI) and Inside FERC’s Gas Market Réport
{IFGMR) (or successor publications) bidweek monthly contract gaé price indices for the PG&E
Citygate delivery chation. PG&E shall use tariffed rates for_G-EG and G-SI_JR in effect on the
first day of a calendar ﬁonth to calculate the monthly burnertip price..

If either the NGI or IFGMR PG&RE Citygate index is not published for a month, PG&E
will use the one pubhshcd mdex for that month. Should neither PG&E Citygate index be

‘ publlshed for a month PG&E w111 usea szmple average of Malin and Topock bidweek mdaces

e plus ﬁrm transportauon (currently G— AF’I‘) to calculate the Average PG&E Cltygate Bidweek

_Index The Mahn and Topock bidweek indices will each be based on averages of bldweek
. :_;.IDdICES from NGI and IFG’VIR (or successor pub hcahons)

L 6 | Vanable Energy Price Posting: PG&R shall calculate the Variable

h ArEn.ercry Pﬁce monthly and sha]l post the prme inits monthly SRAC ﬁhng with the CPUC and on |
T PG&E’s website. - N
| 1.7 Term: The Variable Energy Price shall commence at the later of: (a) the |
first day after the expiration of fixed energy pricing under the PPA, as amended pursuaﬁt to
~ D.01-06-015; or (b) the Effective Date. The Variable Energy Price shall terminate on the egriier
of the expiration of Seller’s PPA or September 30, 2009. Commencing on October 1, 2009, the
SUCCESSOT pricing methodology described in Section 5, b-elow, shall @ply for the remaining term |

fthe PPA



2. | Option 2: Fixed Energy Pricing

.2.1 Eligibility: Option 2 is available only to Renewable QFs or QFs that are non-gas-
fired. N | o |

22 Energy Price: The energy price is equal to $64.50/MWh for the first year of the
Fixed Price Period, Starting on tﬁe day one year after oommencement of the Fixed Price Period,
| the fixed energy price shall be escalated 1% and annua]ly thereafter at each anmversary of the
commencement of the Fixed Price Period, |

2.3 TOD F:ieto'rs/T Olj Periods: T]:re Trme of Delivery Factors shall be PG&E’s time of
dehvery factors in effect as of J anuary 1, 2006, The Tune of Dehvery Periods shall be PG&E’s

time of delivery penods in eﬂ'ect as of January 1, 2006,

2.4 RPS Credrt The Pames agree and condmon the effectweness of this Amendment

' upon a fmdmg by the Commxsslon at the tlme of approvat of the Amendment that PG&E is - .

o entlﬂed to and shali teceive full credlt for aII energy purchased by PG&E under the Amendment

SR wrth Renewable QFs as procurement for purposes of comphance w 1th the Renewabie Portfolro

Standard (RPS) requrrements A Seller that isa Renewable QF warrants that it meets the
' E"reqmrements of a Renewah le QF and tha; it wﬂl contmue to meet those requlremems for the term
i of the Amendment PG&E wﬂl part1c1pate in the CEC s RPS credit cernﬁcatlon, tracklng, and
‘ *«enﬁcatmn system descnbed in Pubhc Uhhtles Code Section 399.13 sub. (b) fo the extent
required to maintain fifl RPS credit for its purchas es from Renewable QFs. |
2.5 Term: Fixed energy pricing under Option 2 shall be for the term of the Fixed P_rice

Period,
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o approved by the CPUC
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-3, AS-DELIVERED CAPACITY PRICE
If payment for as-delivered capacity in the PPA is due to Seller under a Standard Offer

No. 1 PPA, USOL1 or Interim Standard Offer No. 4 PPA with as- delivered capacity payment

Optlon 1, Seller shall receive payments for as- dehvered capacity based on the price of $50/kW-

' drom | piLl -
year beginning on the Effective Date. Th?\ ~delivered capacity price shall remain in effect unti
the Settlement Rate Expiration Date and thereafter shall be subject to prospec’dve modification
and adjustment by the CPUC. The Partles agree and condition the effechveness of this
Amendment upon a ﬁndmg by the CPUC at the hme of apprOVa] of the Amendment that PG&E

is enfitled to and shall receive Resource Adequacy credit based upon the historic deliveries

methodology adopted for QFs in Decisibn 04-10-033 for as—deﬁvared capacitv purchased by

PG&E pursuant to this Amendment. The as-dehvered capacity payment shall continue fo be

ume-dsz‘exentiated in accordance with the then-current method and capaclty allocation factors -

Lpiibai taleer sxt
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"4, 7 LINE LOSSES . |
- - The energy line loss factor shall be equal to the QF’s project Generation Meter Multiplier _

- (GMM) divided by the systaml average GMM, as defined in D.01-01-007 (“GM_MQﬁ’GI\Msys”).

In addition, the hourly line loss factor for Renewable QFs electing Option 2 shall not be less than
0.95. The Parties agree and condition the effectiveness of this Aﬁendment upon a finding by the
CPUC approving the 0.95 line loss factor fioor for Renewable QFs and a further finding that
PG&E is entitled to énd shall receive full credit for all energy purchased and paid for by PG&E
under the Amendment with Renewable QFS for purposes of compliance wfth the Renewable
Portfolio Standard (RPS). If GMMs are discontinued by the CAISQC, then. the annual average of

the hourly GMMgf/GMMsys for the twelve prior calendar months shall continue in effect until

10



there is a transition under Section 5to an e]ecmmty market—based SRAC mechanism that reﬂeets

line losses in the energy price.

5. SUCCESSOR PRICING I\riETHODOLOGY AND TRANSITION TO
MARKET

'fhe Parties agree that SRAC pricing for QFs operating under PPAs should transition to
an electricity market-based SRAC mechanism on the day the CPUC hes made a detem:jhation,
that is final and is no longer subj ect to appeal, that the CAISO Day-Ahead Energy Market or an
equivalent market is functioning propeﬂy for the purposes of SRAC pﬁeing. The Parties further
| agree that it is reasonable for the CPUC to adopt a rebuitable presumption that the CAISO Day-
Ahead Energy Market if it is operational and ﬁmcnomng properly, should provide the basis for
sueh mar_ket-based pricing mechamsm The transmon to a market-based SRAC pricing

. mechamsm contemplated by this Sectton shall not ocenr pnor to the Set’dement Rate Expiration - E

- Date After the Setﬂement Rate Explra’uon Date the transmon toa market based SRAC prlce N

S shall occur for the Selier as provided in Secnons 5. 1 through 5, 3

S ',_' 5 1 CPUC Early Ruimg re CAISO Day—Ahead Market If the CPUC issues an order .'
o :findmg that the‘éAISO Day—Ahead Market or an equwalent market 15 operatlonal and
ﬁmctlonmg properly for the purpose of SRAC pricing prior to the Settlement Rate Expn'anon
-Date, then on the day followmg the Settlement Rate Bxpiration Date, the SRAC pricing for
Seller shall be equal to the CAISO Day—Ahead Market ﬁriee for the applicable time periods of
energy delivery or such other market-based rate SpBClﬁCd by the CPUC for QFs operatmcr under
PPAs. _

3.2 No CPﬁC Ruling As Of The Settlement Rate Expiration Date: If the CPUC has

not issued a an order finding that the CAISO Day-Ahead Market or an equivalent market is

operational and functioning properly for the purpose of SRAC pricing as of the Settement Rate

11
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‘Expiration Date then, effective upon the Settlement Rate Expiration Date, the SRAC pricing for

- such QFs (whether they signed an Amendment under Option 1 or Option 2) shall be equal to the

variable energy price under Option 1, subject to the following heat rate adjustment:

The 8,700 Baw/kWh heat rate in Option 1 shall be adjusted as of the Settlement Rate
Expiration Date, and annually thereafter, up or down by no more than 75 Btw/kWh in the .
direction of the sunple average of:

(1) The average NP-15 day-ahead market heat fate in the prior year for. transactions at

NP-135, or its equivalent successor. The market heat rate for the prior 12 months will be equal to

the average of the daily NP-15 day-ahead market heat rates for the pn'or 12 months. The daily

\TP 15 market heat rate for any particular day shall be ealculated using: a) the day-ahead
electnmty market price for that day (equal to the time weighted average ef on-peak and off-peak

pnees) ﬁom the InterContmental Exchange and Megawatt Dally, or eqmvalent SUCCEsSOrs

thereto and b) the bumertlp gas pnce for that same day. The bumertlp gas pnce for that dav

shall be equal o the PG&E Citygate bumertap gas price derived usmg dally pnces from Gas
- Daily, (or equwaient successor), plus PG&E s CPUC rates for tanffed tra.nsportahon to the
bumemp, (cunently equai io the sum of G-EG and G- -SUR); and i

(2)‘ The annual average of the’ market heat rates embedded in the forward e]ectrieity

prices for the next 12 months for transactions at NP-15 or its equivalent successor. The forward

market hear rates-will be determined using: 2) the forward market elecfnelty prices from
Megawatt Daily, or equivalent successor, averaged for all NYMEX trading days in September
for October Henry Hub contracts and modified as described below to convert the on-peak
forward prices to all—houfs forward prices; and b) the averege of the NYMEX Henry Hub
forward gas prices for each month of the next year adjusted to the PG&E Citygate delivery

Io_caiion using the NYMEX ClearPort basis, (or its equivalent succeseor), averaged for all

12



NYMEX trading days in September for the October _Henry Hub contract, plus PG&E’s then-
current CPUC tariff rates for transportation to the bumnertip (currently e‘qoal to the surn of G-EG |
and G-SUR).
The forward market electricity prices currently published by Megawatt Daily for the year
ahead are for quarterly periods. Therefore, the annual average of the market heat rates embedded'
in the forward electricity prices for the next year shall be c_alculated using the cruarterly forward
pnces and the monthly PG&E burnertip gas prices averaged for the correspondmg quarter In
~ the event that the granulanty of the published electnmty market forward pnces changes (e.g. to
monthly) this method will change to accommodate the change in published data. Monthly or

- quarterly pnces shall be werghted by the number of days in such month or quarter for purposes '
of averaging. N

’I’he «conversion from on-peak forward pnces to all-hour forward prices erl be based on

: _ :the annual average of the ratio of i) daﬂy al] hours NP-IS pnces from the prior 12 months and 11}
_the dar]y onnpeak \}P 15 pnces frorn the pnor 12 months |

i Thc cumuiatlve change in heat rate shall not exceed 225 Btufk‘,Vh

If the CPUC has not 1ssued a finding that the CAISO Day-Ahead Market or an equivalent

. A:ma:ket is operatronal and ﬁ.tnctaonmg for the puzposes of SRAC pncmg as of J anuary 1, 2013
 this formula is sub}ect to prospectlve modification by the CPUC

5.3 CPUC Ruling After Settlement Rate Expxranon Date: If the CPUC issues an

order, that is final and no Ionger subject to appeal,‘ finding that the CAISO Day-Ahead Market or
an equivalent market is operational and Amnctioning for the purposes of SRAC prmmg after the
Settlement Rate Bxpiration Date, then, cffective as of the date of such final CPUC ruling, the
adjusted pricing described in Section 5.2 shall tennjnate and the SRAC pricing for such QF shall

be as ordered by the CPUC for the time period applicable to the energy deliveries.

13



6.  REDUCTION IN PAYMENTS TO QF SWITCHERS
Check appropriate box: _ B |

[ ]Seller is a QF Switcher (Switch month: )

[X] Seller is not a QF Switcher o o

[ ]Seller is aIQF Switcher but has alré:adgf_resolved issue with PG&E

| 7' For QF Switchers that have not already settled and resoived the issue of potentiall
contingent liability with PG&E, there shall be a reduction in the net energy price payment fo the
affected QF equa_l to 30.90/MWh, calculated monthly that shall apply for a period of time
ranging from one and one-half years to four and one-half years, depending upon the nionth Seller
switched from SRAC to PX pricihg. The energy price reductions shall commence with the term
of the Variable Ene;‘gy Price set forth in Section 1.6 above for Option 1 or the Fixed Price Period
for Option 2. The $0.9 0/MWh reduction shall be applied to the Variable O&M Adde;_' for Option

1 or the fixed energy price for Option 2. The following table defines the period for energy price -

reductions:
.| SwitchMonth..._. .. .| Energy Price Reduction Period
June 2000 7 - (4% years
Ty 000 4 years
E 1 August2000 - 0 13 Y years
September 2000 3 years
Qctober 2000 2 ' years
November 2000. 2 years
December 2000 1 ¥ years

7. SELLER’S RIGHT TO A SUBSEQUENT AGREEMENT WITH PG&E

Seller agrees, for itself and all of its successors and assigns, that following the expiration

of its PPA, that Seller shall be entitled to exercise of the mandatory purchase obligation available

14



to QFs under FURPA solely by mvokmg the foliowmg optlons (I) partwlpatzon in PG&E’s all-
source or renewable sohmtatlons or; (2) execntion of 2 one—year power purchase agreement with
PG&E (renewable for successwe one-year terms) under which PG&E shall pay for energy
‘deliveries a price equa} to the CAISO Day- Ahead Market Price for the applicable delivery period
or such other market-based mechanism as speciﬁed by the CPUC. The Parties remain free to |
negotiate mutually acceptable bi-lateral agreements independent of the exercise of Seller’s rights
under PURPA. Seller further agrees that it will include the PURPA rights limitation described in
this section as a condition of any sale, lease or other transfer of the Facility, The capacity price
‘under the one-year contract shall be mutually agreed between Seller and PG&E, provided that, if
agreement cannot be reached on a capacity payment, Seller retains the right to sell its oapaeity o
a third party or in a capacity market. Any obligation tmdertaken by PG&E pursuant to ﬂris |

_ Amendment to execute or renew a one—year coniract shall exprre as of the date tha,t FERC issues
‘ an order suspendmg the mandatory purchase obhgatlon for QFS under PURPA in accordance =
.wnh Secnon Zlﬂ(m) of PURPA | h o

- 3 - RELEASE AND WAIVER OF LIABiLITJEs
o 81 PG&E..(on- behalf of itself, its predecessors successors, and assigns by

- —;,,operatlon of law or- othemme} and Seller. (on behaif of 1tse1f 1ts predecessors, successors, and
assigns by oi)eratlon of law or otherwxse) hereby release, and forever di_scharge each other and
each of the other Party’s present and fo_rmer affiliates, parents, Buarantors, directors, officers,
‘shareholders, partners, employees, agents, representatives, attorneys, insure:rs,. predecessors,
assigns, and successors-in-interest, from any and all claims, actions, causes of action, regulatory
challenges, liabilities, breaches of confract, offsets, defenses, demands, losses, and damages of
any kind whatsoever, whether known or unknown, asserted or unasserted, suspected or

unsuspected, arising from Section (3) of the Settled Issues. In addition, subject to the last

15



paragraph of Section 5.2, each Party acknowiedaes and agrees that the Amendment results in
full, binding resolution of Section (1) and (’J) of the Settled Issues and that each Party wiil not

seek o apply to the PPA either on a prospective or retroactive basm or otherwise obtain the

~benefit of, any decmlon by the CPUC that Would result in a resolunon of Sectton (1) and (2) of

the Settled Issues other than as provxded in the Amendment

9. = APPROVAL OF AMENDMENT

91 CPUC Appfoval is a condition precedent to the effectiveness of this

Amendment. Seller and PG&E agree to actively support, as necessary, prompt approval of the

Amendment The Parttes agree that if the CPUC faﬂs to approve the Amendment as reasonable,

and adopt it uncondltmnally and without modi.ﬁcation including the findings and determinations

. requested herem any Part‘. may n 1ts sole dlscrehon, eIect to tenmnate the Amendment upon

_ wntten notme to the other Party The Parties further agree that any matenal chan ge to the

_ Amendment sha]} glve each Party in its sole chscretmn the 0ptton to tenminate the Amendment

9.2 Selierland PG&E shall tal(e all necessary achon to implement the terms
and condltlons contemplated herein, mcludmg by taklng any actions necessary to approve
execute, and deliver this Amendment to the other Party Seller and PG&E agree to take a]l
necessary actions to obtain other necessary approvals of this Amendment in its e_nt]rety

including, if applicable, Bankruptey Court approval.

10, The Parties agree that this Amendment reflects a compromise, not an agreement

or endorsement of disputed facts and law presented in CPUC Rulemaking 89-11-022, 04-04-003
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or 04-04-025 and shall not establish binding precedent for any future proceeding. The Parties

‘have assented to the terms of this Amendment only to reach the compromise embodied herein.

11, This Amendment embodies the entire understanding and agreement of the Parties
with respect to the matters described herein, and, except as described herein, supersedes and
cancels any and all prior oral or written agreements, principles, negotiations, statements,

representations or understandings among the Parties or their representatives.

12. The Amendment may be amended or changed only by a written agreement signed

by the Parties.

13. The Pames 1ntend the Amendment fo be mterpreted and treated asa umﬁed

: . mtcrrelated agreement o

o 14 ::_ Each of the Pa:tles hereto and Its respectlve counse] and advocates have
L contnbuted to thc preparauon of thlS Amendment Accordmg]y, the Parties agree that no
-prowswn of thlS Amcndment shatl be constmcd agamst a.ny Party because that Party or its

representauve or counsel draﬁed the prowsmn

15, This Amchdment shall be governed by and construed in accordance with the laws
of the State of California, excluding any choice of law rules that may specify the laws of another
jursdiction,

16.  This Amendment may be executed in counterparts, each of which shall be deemed

an original, but all of which together shall constitute the sarde instrument.
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17. SIGNATURES |
IN WITNESS WHEREFQORE, Seller and PG&E have caused this Amendment to

be executed by their authorized representatives.

PACIFIC GAS AND ELECTRIC COMPANY

a California corporation /
By: o _ﬁ/

| MADERA-CHOWCHILLA WATER & POWER AUTHORITY
- apubliqagency :

elch .
Title: General Manager -
: _Daté: May 5, 2006

© Name: fDougl
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